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UNITED STATES INTERNATIONAL TRADE COMMISSION
Investigations Nos. 731-TA-684 and 685 (Final)
FRESH CUT ROSES FROM COLOMBIA AND ECUADOR

Determinations

On the basis of the record' developed in the subject investigations, the Commission
determines,’ pursuant to section 735(b) of the Tariff Act of 1930 (19 U.S.C. § 1673d(b)) (the
Act), that an industry in the United States is not materially injured or threatened with
material injury, and the establishment of an industry in the United States is not materially
retarded, by reason of imports from Colombia and Ecuador of fresh cut roses, provided for
in subheading 0603.10.60 of the Harmonized Tariff Schedule of the United States, that have
been found by the Department of Commerce to be sold in the United States at less than fair
value (LTFV).

Background

The Commission instituted these investigations effective September 16, 1994,
following a preliminary determination by the Department of Commerce that imports of fresh
cut roses from Colombia and Ecuador were being sold at LTFV within the meaning of
section 733(b) of the Act (19 U.S.C. § 1673b(b)). Notice of the institution of the
Commission’s investigations and of a public hearing to be held in connection therewith was
given by posting copies of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and by publishing the notice in the Federal Register of
October 20, 1994 (59 F.R. 52989). The hearing was held in Washington, DC, on January
26, 1995, and all persons who requested the opportunity were permitted to appear in person
or by counsel. :

' The record is defined in sec. 207.2(f) of the Commission’s Rules of Practice and Procedure (19
CFR § 207.2(f)).

? Vice Chairman Nuzum and Commissioner Rohr dissenting.
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VIEWS OF THE COMMISSION

Based on the record in these final investigations, we determine that an industry in the
United States is neither materially injured nor threatened with material injury by reason of
imports of fresh cut roses from Colombia and Ecuador that are sold in the United States at
less than fair value (LTFV).' *°

1. LIKE PRODUCT AND DOMESTIC INDUSTRY
A. In _General

In determining whether an industry in the United States is materially injured or
threatened with material injury by reason of the subject imports, the Commission first defines
the "like product" and the "industry." Section 771(4)(A) of the Tariff Act of 1930 defines
the relevant domestic industry as "the domestic producers as a whole of a like product, or
those producers whose collective output of the like product constitutes a major proportion of
the total domestic production of that product.” In turn, the statute defines “like product” as
"a product that is like, or in the absence of like, most similar in characteristics and uses
with, the article subject to an investigation."* The Commission’s decision regarding the
appropriate like product or products is essentially a factual determination, and the
Commission has applied the statutory standard of "like" or "most similar in characteristics
and uses” on a case-by-case basis.® No single factor is dispositive, and the Commission may
consider other factors it deems relevant based upon the facts of a particular investigation.
The Commission looks for “clear dividing lines among possible like products” and disregards
minor variations.’

The imported articles subject to these investigations are fresh cut roses which have
been defined by the Department of Commerce as:

fresh cut roses, including spray roses, sweethearts or
miniatures, intermediates, and hybrid teas, whether imported
as individual blooms (stems) or in bouquets or bunches.®

A fresh cut rose comprises those parts of the rose plant that include the bloom and
some attached stems and leaves, but not roots and soil.” There are at least 100 species and

' Vice Chairman Nuzum and Commissioner Rohr determine that an industry in the United States

is materially injured by reason of imports of fresh cut roses from Colombia and Ecuador that are sold
in the United States at LTFV. See Dissenting Views of Vice Chairman Nuzum and Commissioner
Rohr. They join in sections I, II, and III of this opinion.

?  The petition seeking initiation of these investigations was filed prior to the effective date of the
Uruguay Round Agreements Act. These investigations thus remain subject to the substantive and
procedural rules of the pre-existing law. See Pub. L. 103-465, 108 Stat. 4809 (1994) at § 291.

3 Whether the establishment of an industry in the United States is materially retarded is not an
issue in these investigations.

‘19 U.S.C. § 1677(4)(A).
5 19 U.S.C. § 1677(10).

¢ See Torrington Co. v. United States, 747 F. Supp. 744, 749 n.3 (Ct. Int’l Trade 1990), aff’d,
938 F.2d 1278 (Fed. Cir. 1991).

”  Torrington, 747 F. Supp. at 748-49.
® 60 Fed. Reg. 6980 (Feb. 6, 1995).
° Confidential Report ("CR") at I-11; Public Report ("PR") at II-7.
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thousands of varieties of roses; the three most commercially important types of fresh cut
roses are sweethearts, intermediates, and hybrid teas." ~

In our preliminary determination, we found one like product consisting of all fresh
cut roses." Petitioners argue that the Commission should again find one like product;
respondents argue that bouquets containing roses, spray roses, and micro roses should each
be separate like products. For the reasons set forth below, we determine that there is one
like product consisting of all fresh cut roses."

B. Bougquets Containing Roses"”

Respondents acknowledge that the scope of the investigation does not include
bouquets. Nevertheless, they argue that the Commission should expand the like product to
include pre-made bouquets which contain roses.” Respondents argue that because the scope
explicitly covers roses in bouquets, the Commission should find that there are two domestic
like products -- fresh cut roses and bouquets containing roses - corresponding to the single
class or kind of fresh cut roses whether or not in bouquets.” Each of respondents’
arguments would result in bouquet producers being included in the definition of a domestic
industry.

We find that there are distinct differences between fresh cut roses and bouquets
containing roses and, therefore, inclusion of bouquets containing roses in the like product is
not warranted.' First, the physical characteristics of a fresh cut rose and a bouquet
containing roses can be highly differentiated depending on the type of bouquet under
consideration.” Because of multiple possible variations of bouquets, and because all of these
variations involve additional material which are not cut roses, their characteristics are not
similar to fresh cut roses sold individually. The characteristics of roses and bouquets
containing roses are only similar insofar as a bouquet contains one or more roses; beyond

“ CRatl-11, PRat 7.

"' See Fresh Cut Roses from Colombia and Ecuador, Inv. Nos. 731-TA-684-685 (Preliminary),
USITC Pub. 2766 at 1-6-9 (Mar. 1994) ("Preliminary Determination"). In previous fresh cut roses
investigations, the like product definition was not a contentious issue and the Commission found that
the like product was all fresh cut roses. Fresh Cut Roses from Colombia, Inv. No. 731-TA-148
(Final), USITC Pub. 1575 (Sept. 1984); Fresh Cut Roses from the Netherlands, Inv. No. 701-TA-21
(Preliminary), USITC Pub. 1041 (Feb. 1980).

" Spray roses have multiple buds produced on a single stem. CR at I-12, PR at II-7. Micro
roses generally have a bud size of less than one-half inch and a stem length of less than six inches.
Prehearing Brief of Asocolflores and its Members and AFIF and its Members and Expoflores
(hereinafter "Asocolflores’ Prehearing Brief") at 23-24.

" In these investigations, Commissioner Crawford gives the benefit of doubt to petitioners

regarding bouquets containing roses. She concurs with her colleagues that bouquets containing roses
are not part of the like product.

*  Posthearing Brief of Asocolflores and its Members and AFIF and its Members and Expoflores
(hereinafter "Asocolflores’ Posthearing Brief") at 27-28.

" See generally Asocolflores’ Prehearing Brief at 4-19

In previous investigations, the Commission has occasionally found that the like product should
include a broader range of products than the class or kind of imported products subject to investigation
Wwhere appropriate facts exist. See, e.g., Certain Welded Stainless Steel Pipes from the Republic of
Korea and Taiwan, Inv. Nos. 731-TA-540-541 (Final), USITC Pub. 2585 (Dec. 1992) at 7-8.

" There is a wide variety of bouquets available in the market representing a vast continuum of
possible products. For example, a bouquet may consist anywhere from a single stem rose to a dozen
or more roses; it may include several flower varieties; and it usually contains gypsophila, or other
filler flowers, and leather leaf. CR at I-12, PR at I1-7.

16
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that, however, they are distinct products. Furthermore, fresh cut roses and bouquets
containing roses have different end uses, limited interchangeability, and different channels of
distribution.” Customer and producer perceptions of fresh cut roses and bouquets containing
roses are also distinct.” Further, there is limited commonality of production processes,
facilities or employees,” and, in most cases, prices of bouquets containing roses are
significantly higher than individual roses (of the same variety).”

For these reasons, we decline to find that bouquets containing roses, which are not
covered by the scope of the investigation, are part of the like product.”

' While bouquets and fresh cut roses both serve decorative purposes, fresh cut roses have a wider
range of applications than bouquets containing roses. Fresh cut roses, of course, can be used in
bouquets, but they can also be used in wreaths, floral arrangements, and as boutonnieres or corsages.
This limits the interchangeability of a rose and a bouquet, which is confirmed by the fact that most
purchasers do not view bouquets as interchangeable with individual roses. CR at I-11, I-19 and 1-72,
PR at II-7, II-10 and II-43.

Fresh cut roses can be sold through a number of different channels of distribution with the
majority sold to unrelated wholesalers, who in turn sell primarily to retailers, bouquet producers, or
mass merchandisers. CR at I-38 and 1-69-70, PR at 11-22 and 11-42-43; Prehearing Brief of Colors
from the World (hereinafter "Colors’ Prehearing Brief") at 3. The channels of distribution of bouquets
containing roses, on the other hand,’ are more limited. Almost all pre-made bouquets are sold to the
mass merchandiser market; bouquets produced by retail florists are sold directly to the consumer. CR
at I-10 n.21, PR at
I1-6 n.21; Colors’ Prehearing Brief at 4.

¥ Respondents argue that both consumers and producers perceive bouquets and individual roses
differently. Asocolflores’ Prehearing Brief at 17-18. This is supported by purchaser responses which
generally found bouquets and individual roses to be distinct. CR at I-72, PR at II-43.

®  Most rose growers do not produce pre-made bouquets. CR at I-9 n.18, PR at II-6 n.18. Most
bougquets sold in the U.S. market are produced by large bouquet assembly operations (several of the
largest are related to importers of roses from Colombia and Ecuador) and retail florists. Wholesalers
also sometimes produce bouquets. The vast majority of these bouquet operations are not affiliated with
domestic rose growers and therefore operate completely separate facilities from the greenhouses where
roses are grown. Colors’ Prehearing Brief at 2; meeting on Feb. 9, 1995 with Lin Watts, AFIF; Jim
Teper, President, Atlantic Bouquet Co./Continental Farms; Mike Felsher, Riverdale Farms; Win
Winogrond, Bouquet Connection de los Andes; and Gustavo Moreno, Flower Trading Co.; meeting
with Kathleen Lacey, Sunburst Farms/Sunpetals.

2 CR at I-10 n.21, PR at [I-10 n.21; Final Economic Memorandum at 14. Respondent Colors
estimates that approximately 25 percent of value is added to the rose(s) in a bouquet. Colors’
Prehearing Brief at 4. Because pre-packaged bouquets destined for the mass market often contain
other flowers in addition to roses, a bouquet containing other flowers in addition to roses can be a less
expensive product than purchasing, for example, an equal number of premium roses from a retail
florist. CR at I-72, PR at I1-43.

2 We do not find that it is appropriate to analyze the bouquet issue under a semifinished/finished
or "vertical" product line analysis. The Commission has generally stated that it does not include
downstream articles in the like product or use a semifinished product like product analysis when the
downstream imported product (i.e., bouquets) corresponding to the downstream domestic product is
not within the scope of investigation. Manganese Metal from the People’s Republic of China, Inv.
No. 731-TA-724 at 9; Fresh Garlic from the People’s Republic of China, Inv. No. 731-TA-683
(Final), USITC Pub. 2825 (Nov. 1994) at I-14 & n.65; Tungsten Ore Concentrates from the People’s
Republic of China, Inv. No. 731-TA-497 (Preliminary), USITC Pub. 2367 (March 1991) at 9.

The rationale for not applying a vertical like product analysis to downstream products beyond
ones "like" those subject to investigation is to avoid including within the definition of the domestic
industry producers of a downstream product whose interest, as consumers, may be contrary to the

(continued...)
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Respondents also assert that a rose in a bougquet (which is covered l%y the scope) is
like domestic "bouquets containing roses” and not like individual cut roses.” Thus, they
argue, bouquets containing roses are a separate like product corresponding to part of the
single class or kind of merchandise identified by Commerce.* We reject this argument and
find that a rose in a bouquet is like a rose sold individually (or sold in bulk). v

The primary difference between a rose in a bouquet and an individual rose is that a
rose in a bouquet is combined with other products. Certain bouquets, such as mass-
produced, pre-packaged bouquets, generally contain roses of lesser quality (primarily the
imported Visa roses) or roses with shorter stems (e.g., lower grade Madame del Bards);
however, these same varieties are also sold by the stem.”

Respondents argue that a rose in a bouquet undergoes significant "processingz.""‘ We
do not find that this processing significantly alters the rose’s physical characteristics.
Furthermore, we find that an imported rose contained in a bouquet is more similar to
individual cut domestic roses generally than it is to a bouquet of mixed flowers and greenery
containing one or more roses.

C. ray Ros

We determine that spray roses are the same like product as other standard roses
(including sweetheart roses, intermediates, and hybrid tea roses). Genetically, both spray and
standard roses are members of the Rosaceae family.® The primary difference between a
spray rose and a standard rose is that a spray rose has multiple buds produced on a single
stem. The blooms and stem lengths of spray roses, however, overlap in size with standard
roses.” As with standard roses, spray roses 3generally last approximately three to seven days
once cut, and are available in several colors.

Evidence concerning the interchangeability between spray roses and standard roses is
mixed, but we note that there is limited interchangeability even among certain varieties of
standard roses. For example, sweetheart roses are generally not purchased in lieu of long-

2 (...continued)
domestic producers of those articles. Their inclusion could serve to enhance the condition of the
domestic industry. Tungsten Ore Concentrates, USITC Pub. 2367 at 9-10. Here, the record indicates
that the major U.S. producers of pre-packaged rose bouquets primarily purchase roses from Colombia
and Ecuador for incorporation in bouquets. Thus, their interests are contrary to domestic rose
growers.

2 Colors’ Posthearing Brief at 1-2.

*  See Colors’ Posthearing Brief at 7-8; Asocolfores’ Posthearing Brief, Exhibit 8.

B Meeting with Dwight Haight, President, CFX/La Fleurette, Feb. 9, 1995; meeting with
Kathleen Lacey, Executive Vice President, Sunburst Farms/Sunpetals, Feb. 10, 1995.

* A bouquet manufacturer will cut the stem of the rose, remove excess foliage, and sometimes
remove the outer (guard) petals. Meeting with Dwight Hait, President, CFX/La Fleurette, Feb. 9,
1995; meeting with Kathleen Lacey, Executive Vice President, Sunburst Farms/Sunpetals, Feb. 10,
1995.

7 This is consistent with Commerce’s final determinations that "the packaging and presentation of
roses in bunches and bouquets do not transform the roses into merchandise outside the scope of the
order. Nor is the rose transformed into a new article by virtue of being bunched or placed in a
bouquet.” Final Determination of Sales at Less Than Fair Value: Fresh Cut Roses from Colombia at
37-40; Final Determination of Sales at Less Than Fair Value: Fresh Cut Roses from Ecuador at 18-
22.

2 CRatl-11, PR at II-7.
® CR atI-11-12 & n.26, PR at II-7 & n.26.
*® CRatI-11, PR at II-7.
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stem hybrid tea roses. Even within the hybrid tea varieties, there is limited
interchangeability. For example, a retail florist will not substitute the lower quality imported
Visa rose for premium long-stem roses, such as the domestic Kardinal or imported Madame
del Bard.” Second, we note that both imported spray roses and standard roses are used as
the focasl2 flower in mass-produced, pre-packaged bouquets destined for the mass merchandiser
market.

Respondents argue that customer and producer perceptions of spray and standard
roses are different due to their physical distinctions.® We do not find this to be a dispositive
factor in this market where there are multitudes of varieties of roses available and perceptions
may differ based on differing varieties.

Spray roses are grown in the same facilities as standard roses using the same
production employees.* Their channels of distribution are also similar. The majority of
U.S. growers and importers reported that the channels of distribution for domestic spray
roses are the same as those for other types of domestic roses.” Imported spray roses are
sold p;imarily to mass merchandisers as are an increasing percentage of imported standard
roses.

As with standard roses, the major importer of spray roses stated that the price of
spray roses depends on the variety and physical characteristics. Commission price data
indicate that the prices for spray and other roses do overlasp to some degree, with the spray
roses closer in price to the less premium hybrid tea roses.

On balance, although there is mixed evidence with respect to the interchangeability of
spray roses and standard roses, we find there are sufficient similarities between standard and
spray roses to find one like product.

Respondents argue that the Commission should find spray roses and standard roses to
be separate like products as it found standard and miniature (spray) carnations to be separate
like products, and standard and pompon chrysanthemums to be separate like products, in the
1987 investigations of imported fresh cut flowers.” We disagree. We note that each
investigation is sui generis and determinations are based on the records of each investigation,
including arguments of the parties and the "unique economic situation of each product and
industry under investigation."” Indeed, even in Flowers, different Commissioners made
different like product findings with two Commissioners finding all flower types constituted
one like product and three Commissioners finding seven separate like products corresponding
to the seven imported flower varieties.

%' There is a quality difference in roses with the prehﬁum roses selling primarily to retail florists
and the lesser quality roses being sold primarily to mass merchandisers. CR at I-12-13, PR at II-13.

% Meeting with Ben Powell, President, H/US, and Dan Dadio, Sales Manager, H/US, Feb. 9,
1995.

¥ Prehearing Brief of HOSA, Ltda. and Denmar, S.A. (hereinafter "Hosa’s Prehearing Brief") at
16.

% Petitioners’ Prehearing Brief at 17.

% CR at I-21 n.49, PR at 1I-11 n.49.

% CR at I-21 n.49, PR at II-11 n.49. ***  Meeting with Ben Powell, President, H/US, and Dan
Dadio, Sales Manager, H/US, Feb. 9, 1995.

¥ Compare tables 16 and 18 with table E-8, CR at 1-74, 1-76, and E-9, PR at 1145, 1147, and E-
9.

*  See generally Certain Fresh Cut Flowers from Canada, Chile, Colombia, Costa Rica, Ecuador,

Israel. and the Netherlands, Inv. Nos. 701-TA-275-278 and 731-TA-327-331 (Final), USITC Pub.
1956 (Mar. 1987) (hereinafter "Flowers"); HOSA’s Prehearing Brief at 6.

¥ See, e.g., Kern-Liebers USA, Inc. v. United States, _ CIT _, Slip op. 95-9 (Jan. 27, 1995),

quoting Alberta Pork Producers’ Mktg. Bd. v. United States, 669 F. Supp. 445, 461 (Ct. Int’] Trade
1987).
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The record in the present investigations reveals a number of distinctions between the
Commission’s earlier investigations of the carnation and chrysanthemum industries and the
current investigations of roses. There is a continuum of varieties and sizes of roses, ranging
from the smaller miniature or sweetheart roses to intermediate and hybrid tea roses. Spray
roses have characteristics, such as stem length and blooms size, that overlap with these
different rose varieties and therefore we view spray roses as a part of this continuum. There
was no indication in the investigations of carnations and chrysanthemums of a wide range of
different types of carnations or chrysanthemums with overlapping stem lengths and bloom
sizes.

Also, in Flowers, the record indicated that miniature carnations were used primarily
as filler flowers and standard carnations were used primarily as the focal flowers in
arrangements and bouquets or as boutonnieres. In these investigations, there is not such a
clear distinction in uses between spray roses and standard roses. Spray roses are marketed in
bouquets for the mass merchandiser market, which represents a significant and increasing
market segment for roses, and the spray roses can be the focal flowers in such bouquets.
Conversely, the sweetheart rose can be used as a filler flower in bouquets. There is also
evidence that both spray roses and standard roses can be used as boutonnieres and corsages.*

Another distinction is that in Flowers, the Commission relied upon the fact that
standard carnations and chrysanthemums were marketed and priced individually by the stem,
whereas miniature carnations and pompon chrysanthemums were marketed and priced in
bunches.” By contrast, the record here indicates that both standard and spray roses are
marketed and priced by the stem.” Finally, we also note the miniature carnation and
pompon chrysanthemum markets were well-established at the time of the Flowers
investigations. Spray roses, on the other hand, are relatively new in the commercial market
and their uses and interchangeability with other roses are still developing.

D. Micro Roses

We also decline to find that micro roses are a separate like product from other fresh
cut roses.” There are limited quantities of fresh cut micro roses being imported into the
United States from Colombia. In petitioners’ posthearing responses to Commissioner and
staff q't‘lestions, petitioners identified, for the first time, one domestic producer of micro
roses.

Because this information was revealed so late in the investigation, the Commission
was unable to send questionnaires to any domestic micro rose producers. Commission staff,
however, did obtain certain data through telephone interviews with the producer of micro
roses named by petitioners in their posthearing brief, and certain other producers discovered
even later in the investigation. These few producers of micro roses (also referred to by
domestic producers as "minis") indicated that they sell virtually all micro roses as potted
plants, not as cut flowers. The class or kind of merchandise subject to investigation does not
include rose plants. Just as we have not included rose bushes, rose shrubs, and rose trees in
the like product, we decline to include micro rose plants.

“ CR at I-11 and I-71, PR at II-7 and 11-43.

‘" See generally Flowers, Inv. Nos. 303-TA-18, 701-TA-725-728 and 731-TA-327-333 (Views on
Remand), USITC Pub. 2119 (Aug. 1988).

“ CR at I-72-83 and E-3-10, PR at II- .

“  In the preliminary investigation, the Commission found that there was no evidence of micro
rose production in the United States. As a result, the Commission found "fresh cut roses" to be the

product category most similar product corresponding to imported micro roses.  Preliminary
Determination at 1-8-9.

Petitioners’ Posthearing Brief at 46.
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In conclusion, we reaffirm our preliminary determination that there is a single like
product in these investigations consisting of all fresh cut roses regardless of varietfy or size.
Conseguently, we determine that the domestic industry consists of all producers of fresh cut
roses.

IL. CONDITION OF THE DOMESTIC INDUSTRY

In assessing whether the domestic industry is materially injured or threatened with
material injury by reason of allegedly LTFV imports, we consider all relevant economic
factors that bear on the state of the industry in the United States.“ These factors include
output, sales, inventories, capacity utilization, market share, employment, wages,
productivity, profits, cash flow, return on investment, ability to raise capital, and research
and development. No single factor is dispositive and all relevant factors are considered
"within the context of the business cycle and conditions of competition that are distinctive to
the affected industry."" '

The fresh cut roses industry experiences recurring seasonal cycles in demand. For
red roses, demand peaks during the Valentine’s ng period; Christmas, Easter and Mother’s
Day also create significant surges in rose demand.” These factors affect the quantity of roses
demanded and the purchase price of roses during different times of the year. The record
indicates that U.S. growers generally respond to these swings in demand with changes in
prices rather than changes in shipments because capacity is constrained.*

A significant condition of competition in this industry is that fresh cut roses are not a
homogeneous product, and there is a wide range of varieties of roses commercially available
that satisfy different consumer preferences. Indeed, some varieties are offered exclusively by .
U.S. growers while others are offered exclusively by Colombian and/or Ecuadorean
growers.® Colombian and Ecuadorean roses generally have longer, thicker stems, larger
blooms, and more vibrant colors than domestic roses due to the ideal growing conditions in
Colombia and Ecuador.” Domestic roses are usually fresher than imported roses due to the

“  Two domestic producers reported importing limited quantities of roses from Ecuador. Under
section 771(4)(B), producers who are related to exporters or importers, or who are themselves
importers of allegedly dumped or subsidized merchandise, may be excluded from the domestic industry
in appropriate circumstances. 19 U.S.C. § 1677(4)(B). We do not find appropriate circumstances
exist to exclude these two producers from the industry because (1) the amount of importation of these
two producers is very small in relation to the percentage of their domestic production; (2) these two
domestic producers imported the Ecuadorean roses to supplement their own production during peak
demand (rather than to benefit from unfair trade practices); and (3) inclusion of the two producers will
not skew the data for the rest of the industry. CR at 1-35-36, PR at II-21.

% 19 U.S.C. § 1677(T)(C)(iii).
19 U.S.C. § 1677(7)(C)(iii).
Final Economic Memorandum at 12.

Because the production of roses entails a long-term investment, rose growers cannot
significantly increase rose production in the short term. They also cannot maintain significant
inventories of roses for more than a short period due to the perishable nature of fresh cut roses. The
inability to switch production from other flowers to roses on a short-term basis, as well as the minimal
export markets for roses from which rose shipments could be diverted to the United States, further
restrict the domestic industry’s ability to increase sales volumes during periods of peak demand.
Colombian and Ecuadorean producers are also limited in their supply responsiveness. See generally
Final Economic Memorandum at 10-11.

%  See Final Economic Memorandum at 22.
' CR at 1-20, PR at 11-10-11.

&
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proximity of production operations to purchasers.” Because of evolving consumer
preferences towards roses with longer stems and larger blooms, many purchasers favor
Colombian and Ecuadorean roses.” Also, we note that because of these consumer
preferences, many U.S. growers are now changing their product mix away from the smaller
sweetheart roses to varieties that have longer stems and larger blooms.*

There is a range of quality or grades of roses offered by both domestic growers and
importers. For example, the Kardinal is a premium domestic rose, whereas the Cara Mia is
a lesser quality domestic rose; the Madame del Bard is a premium imported rose while the
Visa is a lesser quality imported rose.* Even within a specific variety there are quality
differences and each variety is graded based on physical attributes such as stem length.
Buyers and sellers take account of all of these factors when establishing transaction prices.

Another important condition of competition is the emergence of significant new
markets _for fresh cut roses. The traditional market for fresh cut roses has been retail
florists.” Recently, however, mass merchandisers (including grocery and chain stores,
garden centers, convenience stores, gas stations, street vendors, cataloguing services, and
toll-free telephone ordering services) have been purchasing significant quantities of fresh cut
roses.* The mass merchandiser market segment is the fastest growing market for fresh cut
roses in the United States and is served primarily by subject imports.” U.S. growers
primarily sell to wholesalers and retail florists with few sales to mass merchandisers.*®
Because the mass merchandiser market provides easy accessibility and increased availability
of fresh cut roses to the consumer, demand for fresh cut roses has increased.® The record
indicates that the mass merchandiser market accounts for 15.4 to 36.0 | percent of total rose
sales, including both direct sales as well as sales through wholesalers.

U.S. consumption of fresh cut roses increased from 1991 to 1993 in quantity and
value, and increased in interim 1994 compared with interim 1993. According to Commission
producer questionnaire responses,” U.S. consumption by quantity increased from 825.8
million stems in 1991 to 880.7 stems in 1992 to 954.8 million stems in 1993, for a total

" CR at I-20, PR at II-10-11.

# CR at I-20, PR at II-10-11; Transcript of Commission hearing (Jan. 26, 1995) (hereinafter
"Tr.") at 22-23.

* CR at [-32-33, PR at II-19.

% CR at I-96, PR at II-56.

* CR at I-68, PR at 11-43.

" Final Economic Report at 6.
Final Economic Memorandum at 6-8.
According to respondents, approximately 95 percent of roses purchased by mass merchandisers

are subject imports. CR at I-23 n.51, PR at 1I-13 n.51; Final Economic Memorandum at 8; see also
Asocolflores’ Posthearing Brief at 7.

®  Retail florists usually purchase roses in smaller quantities than mass merchandisers who tend to
purchase roses in large bulk orders. Final Economic Memorandum at 14.

*  Final Economic Memorandum at 6, 12 and 24.

“  Final Economic Report at 8. As will be discussed in greater detail in section IV.A., infra,
petitioners and respondents have provided different estimates of rose consumption by the mass
merchandiser market.

® The Commission has two sources of data for apparent U.S. consumption. The first source is
based on producers’ domestic shipments as reported in Commission questionnaires. This data set
represents approximately 85 percent of total U.S. apparent consumption in 1993 as reported by U.S.
Department of Agriculture (USDA). Tables 1 and C-1, CR at I-29 and C-3, PR at II-16 and C-3.
The second source of data is obtained from the USDA’s Floriculture Crops survey and is based on a
larger pool of U.S. growers, but does not have information for the interim periods (January through
September 1993 and 1994). Table 2, CR at I-30, PR at II-17.
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increase of 15.6 percent from 1991 to 1993. The quantity of apparent U.S. consumption
based on USDA producer data is even greater, rising from one billion stems in 1991 to 1.1
billion stems in 1993, for a total increase of 11.4 percent.* The value of U.S. consumption
also increased from 1991 to 1993, but to a lesser extent than the quantity of U.S.
consumption. In interim 1994, apparent consumption by quantity was 771.4 million stems
compared with 725.3 million stems in interim 1993, an increase of 6.3 percent.”* The record
indicates that the growth in U.S. apparent consumption was driven by the availability of
roses in the mass merchandiser segment of the market, which has spurred purchases of roses
for informal, "non-special occasion" use.”

Most of the performance indicators of the U.S. industry declined from 1991 to 1993,
including production capacity, production, U.S. producers’ domestic shipments, number of
employees, net sales, and net income.”

Land area and number of plants in production declined during the pe<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>